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Spending  the  Surplus 


On  March  8,  the  House  passed  the  first  part  of  Pres. 
Bush's  $1.6  to  $2.5  trillion  tax  cut  plan.  HR  3,  the 
Economic  Growth  and  Tax  Relief  Act  of  2001,  would 
phase  in  cuts  in  the  marginal  tax  rates  for  the  federal 
income  tax  (page  2,  Table  I). 

The  230-198  vote  on  HR  3  fell  mostly  along  party 
lines.  Only  ten  Democrats  and  one  Independent 
joined  the  219  House  Republicans  to  support  HR  3. 
HR  3  now  moves  to  the  Senate  and  an  uncertain  fate. 
The  bill  has  been  referred  to  the  Senate  Finance 
Committee,  where  action  on  the  Bush  plan  has  been 
scheduled  for  May. 

We  at  FCNL  have  opposed  the  President's  tax  cut 
proposal  as  both  unwise  and  unjust. 

Why  is  the  proposal  iinwisel  Pres.  Bush  has  based 
his  plan  on  10-ycar  projections  of  federal  revenues. 
Such  projections,  historically,  have  been  notoriously 
inaccurate.  A  downturn  in  the  economy  could  dras¬ 
tically  alter  government  revenues  and,  thus,  poten¬ 
tial  surpluses. 

Also  at  issue  is  what  constitutes  a  surplus.  Dictio¬ 
naries  define  surplus  as  the  excess  that  remains  after 
needs  have  been  met.  Congress  has  not  yet  debated 
how  to  spend  federal  revenues  nor  decided  which 
domestic  and  international  needs  the  budget  should 
address. 

Even  if  one  has  confidence  in  the  revenue  projec¬ 
tions,  how  can  the  President  or  members  c^f  Con¬ 
gress  declare  that  a  surplus  exists  when  needs  have 
not  yet  been  met  or  when  a  $5.6  trillion  debt  remains 
outstanding?  Is  it  legitimate  to  count  a  trust  fund 
surplus  (such  as  the  Medicare  Hospital  Insurance 
trust  fund)  in  the  same  way  as  a  general  revenue 
surplus? 

Passing  a  tax-cut  bill  prior  to  passing  a  budget  defies 
common  sense.  In  practical  terms,  if  Congress  pass¬ 
es  a  tax  cut  before  it  passes  a  budget,  the  tax  cut  will, 
in  large  measure,  define  the  budget  and  the  needs 
that  the  budget  can  meet. 


Why  do  we  consider  the  Bush  proposal  to  be  unjustl 
FCNL  opposes  the  excessive  and  increasing  concen¬ 
tration  of  wealth  and  favors  reducing  income 
inequality.  We  support  a  progressive  tax  system  and 
the  closing  of  tax  loopholes  that  lead  to  concentra¬ 
tion  of  wealth. 

The  President's  tax  cut  proposal  is  dramatically  tilted 
towards  the  wealthiest  in  the  U.S.  It  would  increase 
the  already  unhealthy  disparity  in  wealth  and 
income. 

Census  Bureau  data  for  1999  show  that  households 
with  earnings  in  the  top  207o  of  all  househcTlds 
amassed  49.47o  of  all  income.  In  contrast,  the  bottom 
207o  of  households  earned  only  3.67o  of  the  total 
income.  The  top  57o  of  all  households  accounted  for 
21.5‘?/o  of  all  income.  These  disparities  are  further 
magnified  when  race  is  taken  into  account. 

During  a  period  of  economic  growth,  budget  sur¬ 
pluses  may  be  realized.  FCNL  advocates  that 
Congress  use  these  surpluses  to 

■  address  unmet  human  needs  at  home  and 
abroad, 

■  meet  unanticipated  needs  arising  from  domestic 
emergencies  or  international  crises,  and 

■  help  to  retire  the  national  debt.* 

If  funds  remain  after  these  needs  have  been  fully 
met,  then  Congress  might  consider  a  per  capita 
rebate  or,  possibly,  tax  cut  legislation.  The  design  of 
any  tax  cuts  should,  however,  ensure  the  progressivi- 
ty  of  the  tax  system.  ■ 


*  FCNL  advocates  that  ongoing  federal  programs 
and  activities  be  paid  for  with  current  revenues. 
However,  we  recognize  that  government  borrowing 
may  be  appropriate  for  countering  economic 
recessions  and  for  making  long-term  investments  in 
research,  education,  health,  environmental 
protection,  and  infrastructure.  {Statement  of 
Legislative  Policy,  1994) 
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The  Bush 


Pres.  Bush  presented  the  main  elements  of  his  tax  cut  plan  on  February 
15.  "The  President's  Agenda  for  Tax  Relief"*  consists  of  the  following  six 
elements. 

■  Revise  the  rate  structure  for  the  federal  income  tax. 

■  Phase  out  estate  and  gift  taxes. 

■  Reduce  the  "marriage  penalty." 

■  Increase  the  child  tax  credit. 

■  Expand  the  charitable  deduction  to  non-  itemizers. 

■  Permanently  extend  the  research  and  experimentation  tax  credit. 

Sex  eral  additional,  relatively  minor,  tax-cut  proposals  ha\’e  been  included 
in  the  President's  Faith-Based  Initiative  and  education  proposal. 

Restructure  income  tax  rates 

The  President  would  reduce  the  marginal  tax  rates  for  various  income  tax 
brackets.  Table  I  shows  how  the  new  marginal  tax  rates  compare  to  the 
current  rates  for  single  persons  and  married  couples  (filing  jointly). 

Under  the  President's  proposal,  all  taxpayers  would  enjoy  some  reduction 
in  their  federal  income  taxes.  However,  as  Table  II  illustrates,  the  lion's 
share  of  the  savings  would  go  to  those  at  the  higher  end  of  the  income 
scale. 


*  The  proposal  is  available  at  <\v\vw.whitehouse.gov/ne\vs/reports/taxplan.html>. 


TABLE  P 

Taxable  income 

Marginal  Tax  Rates'’ 

Single 

Married  couple 

Current  Code 

Bush  Plan 

$0-6,000 

$0-12,000 

15% 

10% 

$6,000-27,050 

$12,000-45,200 

15% 

15% 

$27,050-65,550 

$45,200-109,250 

28% 

25% 

$65,550-136,750 

$109,250-166,500 

31% 

25% 

$136,750-297,350 

$166,500-297,350 

36% 

33% 

$297,350  and  higher 

$297,350  and  higher 

39.6% 

33% 

^  Data  from  "Vte  President’s  Agenda  for  Tax  Relief.” 

^To  illustrate  liozv  the  marginal  tax  rates  work,  if  a  married  couple  has  $150,000  in 
taxable  income,  under  the  current  code,  their  taxes  would  be  calculated  as  follows. 

The  first  $45,200  would  be  taxed  at  15%,  the  next  $64,050  at  28%,  and  the  last 
$40,750  at  31%. 
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TABLE  II 

Effect  of  proposed  change  in  marginal  tax  rates  on  tax  bills  of  different  married  couples^ 


Gross  taxable 
income 

Current  code 

Bush  proposal 

Tax  savings 

Tax 

Effective  tax  rate 

Tax 

Effective  tax  rate 

$  20,000 

$3,000 

15% 

$2,400 

12% 

$600 

$200,000 

$54,342 

27.2% 

$47,485 

23.7% 

$6,857 

$600,000 

$209,423 

34.9% 

$190,540 

31.8% 

$18,883 

®  Calculations  based  on  marginal  tax  rates  in  Table  1. 


Repeal  estate  tax^ 

The  President  would  phase  out  the  federal  estate 
and  gift  tax  by  2009.  This  tax  specifically  affects 
large  estates. 

Under  current  law,  only  estates  worth  more  than 
$675,000  are  subject  to  the  tax.  The  exemption  is 
slated  to  rise  to  $1  million  by  2006.  Moreov'er,  each 
spouse  can  take  the  basic  exemption,  which  means 
that  married  couples'  estates  with  values  up  to 
$1.35  million  are  currently  exempt  (up  to  $2  mil¬ 
lion  by  2006). 

Congress'  Joint  Committee  on  Taxation  has  estimat¬ 
ed  that  only  2%  of  all  persons  who  die  leave  estates 
that  are  subject  to  taxation.  Under  the  current  code, 
this  percentage  is  expected  to  remain  constant.  A 
Treasury  Department  report  has  shown  that  99'’/o  of 
estate  taxes  are  paid  on  estates  of  high  income  indi¬ 
viduals.  These  are  individuals  who,  around  the  time 
of  death,  had  annual  incomes  (in  many  cases  retire¬ 
ment  incomes)  of  $190,000  or  more.  Less  than  1%  of 
estate  taxes  are  paid  on  estates  of  people  with  annu¬ 
al  incomes  around  the  time  of  death  of  less  than 
$100,000.  The  estates  of  middle-income  persons  are 
essentially  free  of  estate  taxes. 


^  Data  drawn  from  the  Center  on  Budget  and  Policy  Priori¬ 
ties  study  "Estate  Tax  Repeal:  A  Costly  Windfall  for  the 
Wealthiest  Americans,"  2/6/01,  av’ailable  at 
<www.cbpp.org>. 


Despite  the  rhetoric,  there  is  no  evidence  of  a  burden 
on  family-owned  farms  and  businesses  that  would 
justify  an  across-the-board  repeal  of  the  estate  tax. 

The  current  tax  code  prov  ides  special  exemptions 
and  other  provisions  for  family-owned  farms  and 
businesses  that  greatly  reduce  the  amount  of  the 
estate  that  is  taxable  and  that  defer  payment  of  these 
taxes  for  up  to  14  years. 

(continued  on  page  4) 


Is  It  A  Deduction  or  A  Credit? 

A  deduction  reduces  the  amount  of  income 
which  is  subject  to  taxation. 

A  credit  provides  a  dollar-for-dollar  reduction 
in  the  actual  taxes  owed.  Credits  may  be 
refundable  or  non-refundable. 

Non-rcfimdable  credits  provide  the  greatest  ben¬ 
efit  to  taxpayers  who  owe  more  in  taxes  than 
they  receive  in  credits.  Many  lower-income 
taxpayers  do  not  benefit  from  the  full  amount 
of  a  non-refundable  credit  because  they  owe 
less  in  taxes  than  the  credit  provides.  The  best  || 
that  can  happen  is  that  their  tax  bill  is  reduced 
to  zero.  [j 

Refundable  credits  benefit  all  taxpayers.  Those  j! 
whose  credits  exceed  their  tax  bill  receive  a  f 
check  for  the  balance  of  the  credit.  I 
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(continued  from  pn^c  3) 

Reduce  the  "marriage  penalty" 

Pres.  Bush  would  eliminate  one  specific  disparity  in 
the  tax  code,  the  so-called  "marriage  penalty." 

This  disparitv^  occurs  when  a  married  couple  filing  a 
joint  return  pays  more  in  taxes  than  the  sum  that 
they  would  ha\'e  paid  were  they  single  and  each  hie¬ 
ing  a  separate  return.  This  dispariW  does  not  occur 
for  e\’er\'  married  couple.  In  some  cases,  there  is  a 
"marriage  bonus." 

Two  factors  determine  whether  there  is  a  marriage 
penalty  or  bonus:  the  standard  deduction  and  the 
tax  rate  bracket  structure.  Under  the  current  code, 
the  standard  deduction  for  a  married  couple  filing  a 
joint  return  is  less  than  twice  the  deduction  allowed 
for  single  taxpayers.  Married  couples  fall  into  high¬ 
er  tax  rate  brackets  at  louder  incomes  than  do  single 
taxpayers. 

Table  III  proxides  a  simple  illustration  of  how^  the  tax 
rate  bracket  structure  can  result  in  either  a  penalty  or 
a  bonus  for  a  married  couple,  depending  on  the  rela- 
hve  incomes  of  the  two  partners.  The  possibilities 
become  more  complex  at  other  income  levels  and 
with  the  addihon  of  dependents  and  tax  credits.  The 
bottom  line  is  that  the  idea  that  all  couples  are  auto¬ 
matically  penalized  for  getting  married  is  simplistic. 
Equally  simplistic  is  the  notion  that  there  is  an  easy 
fix  that  w'ould  eliminate  all  marriage- related  dispari¬ 
ties  from  the  tax  code. 


Pres.  Bush's  proposal  would  permit  the  lower-earn¬ 
ing  spouse  to  deduct  lO^o  of  the  first  $30,000  of 
income  (i.e.  maximum  of  $3,000).  This  fix  would 
cost  the  U.S.  Treasury  over  $111  billion  over  ten 
years  (sidebar,  page  5).  And,  as  with  any  tax  rate 
reduction,  the  greatest  tax  savings  will  be  enjoyed  by 
those  in  the  higher-income  brackets. 

Increase  the  child  tax  credit 

The  child  tax  credit  (included  in  the  Taxpayer  Relief 
Act  of  1997)  provides  taxpayers  whose  taxable 
incomes  are  below'  a  threshold  amount  with  a  non- 
refundable  tax  credit  of  $500  for  each  child.  The  credit 
phases  out  in  a  graduated  fashion  for  taxable 
incomes  abox'e  the  threshold.  For  tax  year  2000,  the 
threshold  taxable  income  is  $110,000  for  a  married 
couple  filing  jointly. 

The  President  w'ould  double  the  amount  of  the  cred¬ 
it  to  $1000  per  child  and  w'ould  raise  the  threshold 
for  phasing  out  the  credit  to  $200,000.  He  w'ould 
also  permit  the  credit  to  be  applied  to  the  Altematix'e 
Minimum  Tax  (AMT).  (The  AMT  is  a  mechanism 
designed  to  provide  equity  in  the  tax  system  by 
ensuring  that  higher-income  individuals  cannot, 
through  the  use  of  deductions,  credits,  and  loop¬ 
holes,  escape  paying  an  income  tax.) 

The  impact  of  this  proposal  w'ould  depend  on  the 
family  income.  Higher-income  families  (incomes 
abox'e  $110,000)  will  gain  the  most  as  they  become 

(continued  on  pa^e  5) 


TABLE  III 

The  Marriage  “Penalty” 


Income 

Filing  status 

Total  tax‘^ 

Outcome 

Partner  1 

Partner  2 

Combined 

$30,000 

$30,000 

$60,000 

single  (unmarried) 

$4,995  +  4,995  =  $9,990 

Marriage  "penalty" 

$30,000 

$30,000 

$60,000 

married  (joint) 

$11,107 

$60,000 

-0- 

$60,000 

single  (unmarried) 

$13,395  +  0  =  $13,395 

Marriage  "bonus" 

$60,000 

-0- 

$60,000 

married  (joint) 

$11,107 

^  Based  on  tax  tables  for  tax  year  2000. 
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eligible  for  a  new  credit  or  remain  eligible  for  the  full 
credit  under  the  higher  phase-out  threshold.  Among 
currently  eligible  families  (incomes  under  $110,000), 
those  with  higher  incomes  (who  owe  federal  income 
tax)  will  gain  from  the  doubling  of  the  per  child 
credit.  But  the  lowest  income  families,  those  who  do 
not  owe  any  federal  income  tax,  will  not  benefit  at 
all  because  the  credit  is  non-refundable. 


Expand  charitable  deduction 
to  non-iternizers 

The  Bush  proposal  would  permit  all  taxpayers  who 
do  not  itemize  deductions  to  deduct  100%  of  their 
charitable  contributions,  up  to  the  amount  of  the 
standard  deduction  applicable  to  the  taxpayer's  fil- 

(continued  on  page  7) 


How  Much  Would  the  Bush  Proposal  Cost  the  Treasury? 


The  most  widely  quoted  estimate  is  that  the  ten-year 
cost  of  all  elements  of  the  proposal  would  amount  to 
$1.6  trillion.  Following  is  the  breakdown. 


Item 

Ten-year  cosh* 
(in  thousands) 

Re\ise  tax  rate  structure 

$  811,284 

Phase  out  estate  tax 

266,587 

Reduce  marriage  penalty 

111,750 

Increase  child  tax  credit 

192,658 

Expand  charitable  deduction 

52,171 

Make  R&D  credit  permanent 

49,576 

Additional  provisions  in 

Faith-Based  Initiative  and 

education  proposal 

9,485 

Subtotal  -  President's  plan 

$  1,493,511 

Additicmal  tax  incentives. 

other  provisions 

126,656 

TOTAL  TAX  CUT 

$  1,620,167 

Adapted  from  CQ  Weekly  (March  3, 


There  is  good  reason  to  believe  that  $1.6  trillion 
substantially  underestimates  the  final  price  tag.  The 
Center  for  Budget  and  Policy  Priorities  (CBPP)  has 
identified  a  number  of  unaccounted  costs  which 
could  raise  the  total  cost  to  as  much  as  $2.6  trillion. 

■  Correcting  inaccurate  assumptions  about  the 
Alternative  Minimum  Tax  (AMT)  will  add  $200 


billion  over  ten  years  to  the  final  cost.  Why? 

Left  unchanged,  the  AMT  will  affect  large  num¬ 
bers  of  middle-class  taxpayers  over  the  next 
decade.  The  proposed  change  in  the  tax  rate 
structure  will  expose  even  more  middle-class 
taxpayers  to  the  AMT,  In  this  scenario,  the 
increased  revenues  generated  by  the  AMT 
would  cancel  $200  billion  in  revenue  losses  gen¬ 
erated  by  the  Bush  plan.  But  is  this  scenario 
realistic? 

The  AMT  was  designed  to  prevent  high-income 
taxpayers  from  slipping  out  from  under  their 
tax  liabilities  by  using  loopholes  in  the  tax  code. 
The  AMT  was  never  intended  to  impact  mid¬ 
dle-class  taxpayers.  The  CBPP  considers  it 
highly  likely  that  Congress  will  act  to  prevent 
the  AMT  from  impacting  the  middle-class. 

Such  a  move  would  mean  that  rising  AMT  rev¬ 
enues  would  not  cancel  out  $200  billion  in  rev¬ 
enue  losses  under  the  Bush  plan. 

Using  projected  budget  surpluses  for  tax  cuts 
rather  than  for  paying  down  the  national  debt 
means  that  the  debt  will  be  paid  down  more 
slowly.  This,  in  turn,  means  that  the  interest  on 
the  debt  will  be  correspondingly  higher.  The 
CBPP  estimates  the  additional  debt  service  at 
$400  billion  over  ten  years. 

The  cost  analysis  of  the  Bush  proposal  assumes 
that  the  tax  rate  cuts  will  take  full  effect  in  2006. 
However,  Pres.  Bush  has  expressed  support  for 
accelerating  unspecified  parts  of  his  proposal, 
beginning  in  2001.  The  CBPP  has  estimated 
that,  were  the  tax  rate  cuts  to  be  made  fully 
retroactive  to  2001,  without  other  changes  in  the 
proposal,  this  would  add  another  $400  billion  to 
the  cost  of  the  plan. 
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Who  Will  Really  Benefit  from  the  Tax  Cut? 


"These  are  the  basic  ideas  that  ;^i(ide  my  tax  policy:  lower 
income  taxes  for  all,  with  the  ;^reatest  help  for  those  most 
in  need.  Evetyotie  who  pays  i}icome  taxes  benefits  — 
while  the  highest  percentage  tax  cuts  ^o  to  the  lowest 
income  Americans.. .It  is  an  economics  of  inclusion.  It  is 
the  agenda  of  a  ;^overnment  that  knows  its  limits  and 
shows  its  heart. " 

Pres.  George  W.  Bush 
February  15,  2001 
The  President's  Agenda  for  Tax  Relief 

The  rhetoric  is  heart-warming,  but  is  it  true?  Just 
two  vN'eeks  after  the  President  released  his  Agenda, 
the  Washington  Post  reported  that  the  President, 
"under  pressure  from  Democrats  to  disclose  how 
much  of  his  tax  cut  would  go  to  the  wealthiest  1  per¬ 
cent  of  Americans,  released  a  partial  calculation 
...showing  top  earners  would  get  22  percent  of  the 
total  dollar  value  of  the  tax  cut... Fifty-one  percent  of 
the  tax  relief  would  go  to  those  making  $100,000  or 
more."  (March  3,  2(X11) 

The  President's  disclosure  may  grossly  underesti¬ 
mate  the  extent  to  which  his  tax  cuts  are  skewed 
toward  the  wealthiest  in  the  U.S.  Citizens  for  Tax 
justice  (CTj)  calculated  the  effects  of  the  tax  cut  if  it 
were  fully  implemented  in  2(X)1.  CT]  found  that  tax¬ 
payers  with  incomes  in  the  bottom  20'’/<)  (incomes 
under  S15,(XX),  av  erage  income  $9,300)  would  see  an 
average  total  tax  cut  of  only  $47.  Ov  erall,  this  group 
would  benefit  from  O.S^o  of  the  total  tax  cut.  Tax¬ 
payers  in  the  second  quintile  (incomes  between 
$15,000  and  $27,000,  average  income  $20,600)  w'ould, 
on  av  erage,  see  their  total  taxes  drop  by  $212.  This 

How  Much  of  Your  2000  Taxes 
Supported  the  Military? 

Ov'er  41%  of  your  federal  income  tax  dollar 
paid  for  current  and  past  military  activities 
during  fiscal  year  2000.  FCNL's  analysis  is 
posted  on  our  web  site,  <www.fcnl.org>. 

Click  on  <lssues>  in  the  lefthand  navigation 
bar,  then  on  <Military  Spending>  (under  the 
Federal  Budget  heading),  then  on  the  docu¬ 
ment  (dated  3/13/01).  You  may  also  request 
the  document  by  calling  FCNL.  Please  leave  a 
message  in  v'^oice  mail  box  203  requesting  doc¬ 
ument  G-01-016B. 


group,  as  a  whole,  would  enjoy  3.5‘X)  of  the  overall 
tax  cut. 

At  the  other  end  of  the  income  scale,  the  top  1%  of 
all  earners  (incomes  of  $373,000  or  more,  average 
income  of  $1,117,000)  would  see  their  taxes  drop  by 
$54,480.  Together,  these  taxpayers  would  consume 
45'’/()  of  the  total  tax  cut.  The  top  lO'X)  of  incomes 
($104,000  or  more,  average  $256,000)  would  have  a 
$7,300  tax  cut  amounting  to  60.3"/o  of  the  total  cut. 

The  Center  for  Budget  and  Policy  Priorities  (CBPP) 
has  noted  that,  while  the  wealthiest  P’/o  in  the  U.S. 
pay  207o  of  all  federal  taxes,  the  Bush  proposal 
would  bestow  on  these  taxpayers  at  least  36%  of  all 
the  tax  cuts.  The  top  5%  of  taxpayers,  who  pay 
36.5‘’/()  of  all  federal  taxes,  would  receive  at  least  4970 
of  the  Bush  plan  tax  cut  benefits. 

The  CBPP  has  also  analyzed  the  impact  of  the  Bush 
proposals  on  black  and  Hispanic  families.  They 
found  that  six  million  black  and  Hispanic  families 
{more  than  halfoi  all  such  families)  would  not  benefit 
at  all.  More  than  12  million  children  Iwe  in  these 
families.  These  are  families  with  incomes  too  low 
for  them  to  owe  any  federal  income  tax.  Yet  72%  of 
the  black  families  and  79%}  of  the  Hispanic  families 
in  this  category  include  income-earners. 

These  families  are  not  helped  by  the  new  107o  tax 
bracket,  nor  by  the  reduction  in  the  marriage  penal¬ 
ty,  nor  by  the  doubling  of  the  child  care  credit,  nor 
by  the  expanded  charitable  deduction,  nor  by  the 
repeal  of  the  estate  tax.  What  would  help  many  of 
these  families  is  an  expansion  in  the  Earned  Income 
Tax  Credit  (EITC),  which  provides  tax  relief  and 
income  support  to  low-  and  moderate-income  fami¬ 
lies.  A  number  of  low-income  families  with  young 
children  would  be  helped  if  both  the  child  credit  and 
the  dependent  and  child  care  credit  were  made  refund¬ 
able.  Many  of  these  families  w'ould  also  benefit  by 
allowing  these  credits  to  offset  other  federal  taxes 
which  these  families  pay  (such  as  payroll  taxes). 

The  Bush  tax  plan  includes  none  of  these  measures 
that  would  help  the  poorest  families  lift  themselves 
out  of  poverty  and  that  would  give  hope  to  their 
children.  By  sharply  skewing  the  benefits  toward 
the  wealthiest,  the  President  would  markedly 
increase  the  disparity  in  wealth,  income,  and  oppor¬ 
tunity  in  the  U.S.  In  this  proposal,  perhaps  more 
than  in  anything  else  that  the  President  has  said  or 
done,  we  believe  that  he  has  shown  the  poor  of  this 
nation  a  stone  instead  of  a  heart.  ■ 
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ing  status.  This  is  one  proposal  that  would  appear 
to  have  the  potential  to  benefit  more  lower  (than 
higher)  income  taxpayers.  Currently,  88'X)  of  taxpay¬ 
ers  with  incomes  under  $40,000  do  not  itemize,  com¬ 
pared  with  14‘’/o  of  taxpayers  with  incomes  above 
$70,000.  However,  the  benefit  of  this  proposal  will 
only  extend  to  those  taxpayers  with  incomes  high 
enough  to  sustain  charitable  giving  and,  of  course, 
only  if  they  have  a  tax  bill.  The  lowest  income  tax¬ 
payers  will  gain  nothing  from  this  proposal. 

Extend  R&D  tax  credit 

The  tax  code  allows  corporations  to  claim  a  credit 
against  their  federal  income  tax  liability  for  certain 
types  of  spending  on  innovative  research  (research 
and  experimentation).  This  credit  has  always  been  a 
temporary  provision  of  the  tax  code,  subject  to  peri¬ 
odic  rev  iew  and  renew'al  by  Congress.  Pres.  Bush 
proposes  to  make  the  credit  permanent,  a  move 
strongly  favored  by  the  business  community.  ■ 


Make  Your  Voice  He 

Senator _ 

U.S.  Senate 

Washington,  D.C.  20510 

Representative _ 

U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Capitol  switchboard:  202-224-3121 
Congressional  websites  and  e-mail  addresses: 
<www.senate.gov> 

<www.house.gov> 

Current  status  of  bills:  202/225-1772 
<http://thomas.loc.gov> 

President  George  W.  Bush 

The  White  House 

Washington,  D.C.  20500 

White  House  comment  desk:  202-456-1414 

Fax:  202-456-2461 

E-mail:  president@whitehouse.gov 
Website:  <www.whitehouse.gov> 

Make  letter-writing  easy.  Use  the  Legislative 
Action  Center  on  FCNL's  web  site 
<http:/  /capwiz.com/fconl/home/>. 
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You  Can  Help 
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Please  contact  your  members  of 
Congress  and  Pres.  Bush.  Tell 
them  that  you  consider  the  President's  tax  cut 
proposal  to  be  unwise  and  unjust.  Urge  that 
budget  surpluses  be  used  to 

■  meet  human  needs  at  home  and  abroad, 

■  meet  domestic  and  international  crises,  and 

■  help  retire  the  national  debt. 


Use  FCNL's  web  site  <www.fcnl.org>  to  make 
letter-writing  easier.  We  have  posted  sample  let¬ 
ters  to  Congress  and  the  President  on  our  Leg¬ 
islative  Action  Center.  You  may  personalize  the 
letters,  then  either  send  them  as  emails  directly 
from  our  site  or  print  them  out  and  mail  them. 


To  view  the  sample  letters,  click  on  the  <Take 
Action  Now>  icon  on  the  home  page.  Click  on 
either  of  the  action  alerts  entitled  <C)ppose 
unwise,  unjust  tax  cuts!>.  Enter  your  zip  code  (if 
requested)  and  you  will  be  taken  to  the  sample 
letter  for  your  members  of  Congress  or  the  sam¬ 
ple  letter  to  the  President. 


Simplify! 

We  call  it  Autogive.  You'll  call  it  "simplicity  in 
giving."  Electronic  transfer  of  your  contribution 
from  your  bank  to  FCNL  will  save  you  time  and 
make  your  dollars  go  further  for  FCNL. 

■  Your  automatic  monthly  gift  will  be  recorded 
in  your  bank  statement,  and  FCNL  will  send 
you  a  year-end  statement  —  and  a  v^ery  large 
"thank  you"! 

■  You  will  no  longer  receive  regular  FCNL 
fund  appeals. 

■  Your  contribution  will  be  spread  throughout 
the  year,  and  save  you  the  trouble  of  writing 
checks. 

■  FCNL  will  receive  steady  income  throughout 
the  year  and  save  on  the  cost  of  paperwork. 

You  can  start  giving  by  Aiitogive  with  a  mini¬ 
mum  gift  of  $10  monthly.  Contact  Arthur  Meyer 
Boyd  at  FCNL  for  more  information  and  a  sign¬ 
up  form. 
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The  Budget  and  the  Common  Good 


Pres.  Bush's  budget  proposal  reflects  three  major  pri¬ 
orities:  cutting  taxes,  increasing  military  spending, 
and  reducing  non-military  discretionary  spending. 
How  will  these  priorities  affect  the  common  good? 

Impact  of  the  tax  cat 

The  President's  tax  cut  plan  (discussed  elsewhere  in 
this  issue  of  the  Nru'slcttcr)  would  cost  the  U.S.  Trea¬ 
sury'  between  $1.6  and  $2.5  trillion  ox  er  the  next  ten 
years.  It  would  accelerate  the  concentration  of  income 
and  wealth  among  those  who  have  already  benefitted 
the  mt>st  from  the  recent  economic  expansion. 

Military  spending 

Although  Pres.  Bush  has  not  yet  provided  details  on 
his  military  spending  proposal,  the  FY02  budget  will 
start  with  a  $14.2  billion  (4.6%)  increase  over  iH'Ol. 
Current  U.S.  military  spending  ($311  billion  appropri¬ 
ated  in  FYOl)  is  more  than  twice  that  of  all  potential 
adversaries,  combined. 

Building  high-tech  w'eapons,  such  as  a  national  mis¬ 
sile  defense  system  and  thousands  of  new'  fighter  air¬ 
craft,  w'ill  not  adx  ance  human  security  in  the  coming 
decades.  Such  investments  are  likely  to  provoke 
w'eapons  build-ups  by  potential  adversaries,  thus 
increasing  the  threat  of  w'ar. 

Unmet  human  needs 

The  real  path  to  human  security  lies  in  building 
national  and  international  communities  in  w'hich 

■  ex'ery  person  has  access  to  basic  necessities, 
including  health  care, 

■  education,  training,  and  jobs  that  pay  a  living 
wage  are  available  to  all, 

■  justice  and  equity  prevail  for  all. 


To  meet  the  combined  goals  of  cutting  taxes  and 
increasing  military  spending,  the  President  is  calling 
for  significant  cuts  in  non-military  discretionary  pro¬ 
grams.  The  Departments  of  Energy,  Interior,  Justice, 
Labor,  and  Transportation,  and  the  Environmental 
Protection  Agency  are  among  those  designated  for 
funding  cuts  in  FY02.  The  Legal  Serx  ices  Corporation 
is  slated  to  receive  level  funding  which,  w'hen  correct¬ 
ed  for  inflation,  translates  to  a  funding  cut.  Since  the 
budget  does  not  take  into  account  population  growth, 
even  inflation-adjusted  increases  can  lead  to  reduced 
per  capita  spending. 

The  U.S.  will  never  be  secure  so  long  as 

■  millions  of  low  -income  families  lack  decent, 
affordable  housing,  struggle  to  put  food  on  the 
table,  are  w'ithout  access  to  health  care,  and  lack 
safe,  reliable  child  care  serx  ices; 

■  cities  and  communities  lack  mass  transit  systems 
that  can  both  sustain  the  quality  of  the  enx'iron- 
ment  and  help  support  individuals  making  the 
transition  from  welfare  to  w'ork; 

■  a  billion  people,  xvorldwTde,  are  w'ithout  clean 
drinking  water  and  millions  of  people  in  the 
poorest  countries  lack  access  to  health  care  and 
education. 

Pres.  Bush's  budget  and  tax  cut  proposals  doubly  dis¬ 
advantage  the  most  x  ulnerable.  Low-income  persons 
and  families  xvill  gain  little  or  nothing  from  the  tax 
cut  and  are  likely  to  see  a  reduction  in  government 
programs  and  serx  ices.  The  Bush  proposals  threaten 
to  undermine  the  capacity  of  the  U.S.  government  to 
adx'ance  the  common  gtxid  for  years  to  come.  ■ 


